NEW _YORK TRIBUNE, SUNDAY, NOVEMBER 19

1922

9y

188

‘Ebb and JFIOw\ of

pomist’s Forecast of a Level 509,
ve Pre«War Figures Based on Gold

2

5 Supply and Commerce Barriers

By Luther L. Blake
: President, Standard Statistics Compony, Ime, New York.
FSORGET pre-war price standards.” That is the message of the
majority of economists to the manufacturer, wholesaler and re-
tailer of goods, as well as to the investor and speculator in
Ag to just how long these pre-war standsrds may be ignored
o s some disagreement, Some say two years, others ten years, but

[ iy gll agree that the next major

We “':;g:nmmodah ourselves to
y oo 'Ii!nnr. a dollar of smaller
vl baying power—in other words,
PO -ﬁcen at an average level
jersbly higher than that which
| dled during the ten-year
Esedintely preceding the World War.
‘These admonitions have been dinned
» the ears of the average business

untill by & process of repetition
,ggu&n' they have been ac-
3 Afs subconsciousness, but

they are sound is a question
bothers hie objective mind.
will try to put into plain English
of the reasons why these econo-
its, wko happen, in the long run, to
sarly always right, predict a high.
gerage level of commodity prices
pilso to suggest the bearing of this
gt price level on the general busi-
[ prospect  and the securities

eriod

:
W

s for Forecast

i basic remsons for the higher
jalorecast are: First, the increased
sl of zold, bringing with it & com-
hesarate increase in our total circu-
Mg media and thus cheapening its
2w snd, second, the prospect that
uwill Tetain this gold for a consid.
. Eﬁn@ to come. A secondary
an increasing volume of busi-

wa aetivity, with the normal sccom-
Baiment of rising prices from exist-

Yow, while not all economists sub-
jpibe to the quantity theory of money
i3t 19, that, all other things bein
ehanged, a doubling of the supply o

y will eventually double prices—
Lutically alllagreedthat increases in
5 tend to increass the
&“mi prices. Economic his-
by will amply corroborate this view.
follows that if any country becomes
Wimesed of 2 disproportionate amount
¥ the world's supply of fﬂd the pur-
Wating power of the gold in that par-
Galr country will be decreased. If,
Fu sddition to this abnormal acquisi-
lim of gold, there exigts a funda-
B 'oital barrier to its export—if other
imntries are heavily in debt to the
mntry possessing the gold by reason
o shle trade balances and
utta large berrowings of money and
interest mittugls—and if, upon this
1herrier, there be imposed & super-bar-
& rlor in thesbape of a high protective
farf, then we have nearly all the ele-
ments af bigh prices. ;

This condition existz in the United
flales today. Since 1912 the amount
tipld monéy has doubled; the amount

il mosey, including gold, silver,
wwr and nickel coins and paper
sy, hat doubled; the amount of de-
Hﬂu subject to check has doubled.

| Those

deposits constitute, in effect, the
or part of our circulating media,
It the great hulk of our business is
j¢ through exchange of credits
[®ber than through exchange of cash.
rge chart shows the annual
prentage inerecses in gold money,
fil money plus total deposits and
famodity prices, as is revealed in
: e itcompanying two-column chart.
Mctording 1o sl indicia, business
| midstion, following the inflation of
0, kas bean virtually completed and
lie swing of the business pendulum
it started in the apposite direction.
Sotwithstanding, however, the scvere
L Erohnged liquidation that ex-
fnded throughout the year 1821 and
e grenter part of 1922, the Average
l'f.fm:rl standard indices of commodity
!;M'ts is AT per cent higher than the
L3 leval. With liquidation complete,
I is reasonable to arsume that the
jressurs of goods fov sale has exerted
ie full influence on prices and that
e luw price Jevels of 1922 represent
I' Point helow the lavel that will be
t:uat-ier_ﬂf normal under the new set
! tonditions srising from the war,
# which have heen already outlined,
m'm can best be conveyed by e
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1860 to 1914. The curved
' the middle represents the levels
12 the gradually ascending straight
By t{ao right represepts the new

tabout by the increased supply
The curved lines at the left
W right represent the normal
e ln\m grmsu above and below
o Barmal average levala,
level at the right is purely
of experience,
tity %p.} according to the quan-
f Honomic opinion indorses,
:g ke ferease in our holdings of
Mz:. prices for a considerahla
néw general level. Fluctua-
the same factors that have
movement of prices in
As wly

#id fountry is committed to the

Iumﬂl there arc only two things
i Tevarse this condition, and

B8 8 commodity or through

Eormal loss through melt-

?‘Y £xports of the metal

only from an abnermal

ance. True, Europe's
Polemented by the American

cause foreign na-

vﬂy ey with gold and

Bimeng, PeT2% to reduce these goods

htn

mﬂu {rom 1914 to the end of 1920,
R evel and trend of prices
A nomg]

Its trend is assumed on
sanzy money, which the con-
he hmi

18 ated directly and indi-

Whﬂut new level will be de-

B8 the

M‘L’l-hr times,

“: loss of gold through melt-

.Eﬂﬁt measurably reduce the

©¥ improbahle reversal of

ve tari®, will tend to re-

goods, and the tariff

Ww: minimam. But Europe

tuf cottor and some of our
01 less ) CO5E Whils we are

" dent of othar na-
QAT suppl M
It heavily Fn : aoreover, Eu-
- .ﬂ“” our debt, so that
ble trade balance

1

movement of prices will be upward.

Wigtion to pre-war levels may and probably will come eventually, but
4 qotil one factor in what the economist terms *“the equation of ex-
i nou—the greatly increased quentity of gold in the United States—
&, ; potn reduced to mormal proportions.

" -
-

would be offpet by these debts. Can-
cellation of these debta followed by
heavy loans to Europe for reha-
bilitation purposes covld result in
heavy exports of gold, but either con-
tingency is 8o remote as to deserve
]::ttn weight in the near general fore-
st

clugions are sound, and that we are
now.en:erinf an era of prices at the
gres:nt level or higher, the general ef-
ect on business and on tﬁe Various
elasges of securities is reasonably
obvious. y

It mattera little to business whethar
prices are high or low, once wages
and other production costs have been
adjusted to the new level. It is not
contended that this adjustment has
been fully made—it never is, exactly—
but there has been substantial prog-
ress in that direction. Wages, on the
;hole. have been reduced from the in-
lated war-time levels, but they are
still suhn;ntia‘ﬂg’ higher than the
scules of 1913, thus conforming in a
general way to the new and higher
level of commodity prices. This fact
should tend to minimize the inevitable
demands of labor in the next business
revival. Such demands are mormal to
periods of business activity and risin
prices, and whatever ctn be antici-
pated can be satisfactorily dealt with.
Other things being equal, therefore, a
his‘her general level of commodity
prices, of itself, should not prévent
& normal revival of business.

According to the theory outlined,
commodity prices at this writing are

age level to be established in the mext
business cycle. Advances of prices
from present levels, therefore, involve
increased utilization of the larger cir-
culating media. That would mean in-
creased bidding for goods or, in other
words, an increass business activity.

In Europe the return of the princf-
E“ nations to the pursuits of peace
&s naturelly resulted In increased
production of the things necessary to
subsistence—food and clothing-—al-
though this production is still far
short of normal., But the huge poten-
tial demand for what may be termed
permanent goods, such as materials for
reconstruction, new building and rail-
way and power equipment, will re-
| main unsatisfied for a long period
| for lack of the means of satisfaction—
(that is, lack of the means by which
| production may be increased. Euro-
pean industry is-dizerganized, the nor-
mal flow of goods beiween nations
188 been interrupted by conditions
ariging out of the war, and finanelal
resources have been reduced to the
minimum. The return to normaley,
therefore, will be a long drawn out
and laboricus process, :

With the United States it is differ-
ent. Deflation from war-time price
levels has been effected without seri-
ous impairment of ite industrial struc-
ture and a huge potential demand for

ermanent goods exists, with steadily
increacing means of satisfying it. By
means of satisfaction iz imeant huge
natural resources, a highly organized
industrial system and a plentiful sup-
ply of money, or credits, to set the
wheels of production revolving at a
faster rate.

Our geographical isolation from Eu-
rope, together with a policy of high
tariffs, has fostered the development
of internal trade at the expense of
trade with other nations. The ratio
of our exports to our.total output of
goods averages only about 6 per cent,
and this international trade is largely
with countries of the Western Hemi-
sphere and Asia. Our exports to
urope average only 2 or 8 per cent
of our total output.

Normally this is
not the most desirable foreign econo-
mic position.” We would be better off
with much rather than liitle export
trade, nor can it soundly be argued
from any stsndpoint thab FEurope's
misfortunes are our gain. We need
, European goods rather than European
gold, and thereby hange this tale of
| higher prices; but thia position, espe-
cially at this particular time, means
an economie independence such as no
| other nation enjoys. We can have &
| considerable degree of prosperity in
| &pite of Europe’s fiscal and economiec
weskness.

It i= not within the scope of this
article to predict what degree of pros-
perity we will enjoy, but to point out
the normal bearing of a new and higher
level of commodity prices on business
in general and the various classes of
securities in particular.

It is obvious that if commodity prices
stabilize at, say, b0 per cent higher than
the pre-war level, then in order to be as
well off a8 he was in 1913, the individ-
ual miust have 5¢ per cent more income.
The income of such individuals as ere
dependent on bond or other fixed in-
erest bearing investments bought in
the pre.war period will therefore pur-
chase less goods, and should the princi-
pal of any of theee investments fall
due and be paid off then the investor
would lose, in purchasing power, 50
per cent of his principal. ut there
is no reason whg the average price of
bonds—the namber of dollars—should
be lower than it was in the pre-war
period, provided the general interest
rate—that is, the rate of intereat typi.
fied by time loans snd commercial paper
—be ms low as it was in 1913. Bond
prices, in the®long run, will conform
to the pgeneral rate of interest, ir-
respective of the purchasing power of

the dollar, because prices are made by
present investment, in dollars of pres-
ent value. The dollar invested, thers-

fore, is as cheap as the dollar received
as incoma. This ides needs elaboration
in view of a populer fallacy, arising
from disturbances of the war period,
that permanently decreased purchas-
ing power of the doilar will mesn com-
mensurately lower bond prices:

A buys a & per cent bond in the year
1913 with dollars that buy 100 units
of goods. In 1823 he sells this bond to
B for dollars that will buy only &0
units of goods. A obviously loses b0
per cent in purchasing power.

But if the general interest rate—
that is, the rate charged for various
bank losns—be as low as it was in
1913, B, with his new and cheaper'dol-
lars, would be willing to pay A as many
dollars as A had originally invested. In
other words, if the best rate that B
can obtain for -his cheaper dollars in
the open market is, say, 4% per cent
he would prefer A's bond paying 6 per
cent, assuming he wes sure of the
safety of his principal.

In ovder to be a8 well off as he was

On the sssumption that these cun-l

at a point somewhere below ¢he aver- |

Commodity Prices---
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Thelr Effect on Trade and Investmenis

Money Circulation and Commodity Prices
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The chart presents in a broad way
the four factors in the “equation of ex-
change.” This equation {e that the
guantity of money in circulation, mul-
tiplied by ite “velocity” (the number of
fimes exchanged) equale the quantity of
goods exchanged multiplied by the
price of such goodes,

The figures used are wide 'approxi-
mations, It is imposaible, for instance,
to estimate the exact amount of mone
snd deposit circulation even for eac
day, ‘not to mention esch moment of
time which would be necessary for ab-
solute acuracy. No reliable data ex-
iet of the guantity of goods exchanged
for corresponding periods, and no com-
medity index can be devised that would
reflect the exact ccmposite of com-
modity prices. In the absence of such
data the amount of gold money in the
United States of s given date in the

[yaar is assumed to bear a fairly sven
| ratie to the amount of meoney in cir-

culation, Likewise the average na-
tional bank deposits gre wsed as an
index of total deposits subject to check.
Bank eclearings outside -of New York
City sre taken as s rough index of
the relative gquantity of goods ex-
changed and the ratio of total circula-
tion (money and depoaits) to bank
clearings ig used as an index of wve-
locity. Bradstreet's index of commodity
prices, while perheps not the best suit-
ed for the purpose, is used s a matter

they typify and in large measure seem
to verify the “equation of exchange”

Summary

| 1918—Money increased 2 per cent, ve-
locity increased 1 per cent——
elight in commodity

rices,

1814—Money inereased 8 per cent, ve-
locity decreased ® per cent, com-
modity prices declined 2 per cent.

1916—Money increased 10 per cent, ve-
locity decreased 4 per cent, com-
modity prices increased 11 per
cent,

1916-—Money increased 20 per cent, ve-
loecity increased B per cent, com-
modity prices increased 20 per
cent.

1817—Money increased 25 per cent, ve-
locity increased 4 per cent, com-
modity prices increased 82 per
cent.

1818-—Money increased 8 per cent, ve-
locity Increased B per cent, com-
modity prices increased 10 per

cent.
1919—Moriey inereased § per cent, ve-
locity increased 6 per cent, com-
modity prices unchanged.
1920—Money increased 4 per cent, ve-
locity increased 7 per cent, com-
modity prices increaged 1 per

increase

cent.

1621 —Money decreased 3 per cen‘:, ve-
locity decreased 26 per cent,
commodity prices decreased 30
ar cant,

i of this m year

1022—Money increased 5 per cent, ve-
loeity increased 6 per cent, com-
modity prices increased 2 per
cent.

of convenience. The results shown in
| the chart, which are summarized be-
low, are obviously far from exsct in
their proportions, but in & general way |

in 1913 Mr. A or Mr. B must invest |does find more accurate and immediate
60 per ecent more dollars, but as a re- | @xpression than in the bank rate,
sult of the larger money incomea aris- | he violent advances of commodity

ing from higher commodity prices the
cverage Mr. A's and Mr, B's should
have those sdditional dollars to invest.

Always on the hypothesiz that the

maodity prices be eclearly defined, the
soundness of this assumption cannot
be over-emphasized, hecause the de-
cline in bond prices from 1914 to 1921

the advance in quoted interest rates.
Normally- the quoted rates of inter-
est for commercial and collatera] loans

bear a more or less constant ratio to
other rates of interest involving less
or greater risks. In other words, the
bank rate normally serves, as an index
of reletive conditions. But in great
crises the rate of prefarence for pres-
ent over future income may and often

new and higher normal level of com- |

seemed, at times, out of proportion to |

| prices during the war from a known
|nnd long accustomed general level to
| then unknowable and highly uncer-
| tain leve!l brought an abruptly in-
creaged premium on present income
over a highi; uncertsin future income.
For this weraon the increase in the
yield on bowds (or the decline ih bond
prices)
the ad, ancing bank rate.

So long m8 uncertainty exiats as to
the future normal lavel of commodity
prices thie uncertainty may find ex-
gresaion in the bond market by a rela-
ively higher rate of preference for
present income. But, unless sll signs
fail, this uncertainty is becoming leas
snd less. After prolonged deflation
commodity prices declined no farther

(Ceatinued en page paven)

— Along the

ENRY FORD, who is an efficient|ing that, if you follow this formula,
x manufacturer of automobiles, fre-| until you become forty, you can dupli-

quently essays the role of philosopher
and economist, Anent the subject of

cate Henry Ford’s business success?
The wvast majerity unwittingly and

thrift, he was quoted the other day as | wholly without design carry on this

saying in Boston: “Until he is forty a]

program of thriftlesaness not merely

man should pain experience; he should | until they are forty, but, unfortunately,

be learning ull he ¢an, particularly how
to spend money. That is why I told
you that the best sdvice I could give ta
A young man anxioun to succesd is:
Spend your money—on jyourself; get
all the experience you can, Don't try

to save money and be a miser.”
L] L] L]

An interesting doctrine—one likely to
give aid and comfort to the financially
profligate, Tet us examine the dogms
of anti-thrift and carry it to its logi-
cal conclusion. So doing wenld in-
volve such reasoning as this: Spend
and spend relentlessly, for, if you do
not keep everlsatingly getting rid of
your money it will accumulate. Espe-
cislly avoid savings banks, for such in-
stitutions not only keesp your funds
intaet but through the payment of com-
pound interest make your savings mul-
tiply and merely add to the subse-
quent burdem of dissipating them.
Shun securities that yield a cagh re-
turn, for they, tos, will have the ad-
verse effect of making your money pile
grow. If you amcquire stocks be sure
to select wildeat issues which are spon-
sored by windy promoters with black
records. And, even then, you ‘will be
running some risk, for, like Brewster in
the etory “Brewster's Millions,” you
may perchance strike upon a far-
fetched speculation, which will give
yon fabulous profits. Spending without
stint or limit on consumption goods,
which do mnot reproduce wealth, is the
only certain way to prevent monetary
accumulations. In keeping yourself
free of worldly goods you will no doubt
sequire valusble experienmce. . . .
But what reason have you for bellav-

up to the end of their productive period
in life. 1If there are any thades be-
tween black and white, surely there
must be some happy medium between
the career of a miser and a life of

utter improvidence,
L L] L]

The anonymous letter writer is per-
haps the most unwelcome of those who
come into the daily life of & newspaper
man. He takes no responsibility, and
it is often difficult to decide whether
he means to be taken seriously. From
Stamford, Conn., comes n neatly type-
i written note, signed by “A Subscriber,”
';w]m goes throurn the familiar proceas
| of taking the editor to teak for some-
| thing that appeared in the newspaper.
Io objects specifically to eriticiem in
the investment column of the securities
offered by the Manhattan Piggly
Wiggly Corporation.

+ “Paople, the public,” says our cor-
respondent, "cannot help but feel and
appreciate that your write-ups on the
Piggly Wiggly Corporation are all
‘bunk' and that this particular C. H.
C. query is an entirely romantic imagi-
native idea of some one on your staff.”

A naive suspicion.

Only genuine inguiries are carried
in the investment celumn, and there is
nc problem in getting enough of them
to fill up. The main task is one of sa-
lection, for considerably more than
inree times as many investment ques-
ticns &re received and answered by
mail as are printed in the columns of
The Tribune.

“We know nothing of the Business
Builders,” continues our correspoudent,
but we do know the system of the

i

proeeeded at a faster pace than |

| Railroads’ Earmng Power
No. 32-—-Southern Pacifie

(We present in the subjoined articls
tha thirty-second of a meries of forty
daily discussionn of the present earning
power of the lending Amarican steam
railroads. At the request of The Trib-
ung, these studies were underioken by
the Standard Statistion Company, Ine.,
of New York, whish has prapared the
papera and is stouring a capyright for
them in 1022. The thirty-third article
will appear to-morrow and wi‘ll deal
with Pennsylvania Railroad,—Financial
Editor.)

Southern ll’uiﬂc, backed by year
eareful and conservative mn{m’ em!cnot:
has developed, both physical y and
financially, into one of our greatest
and strongest railroad systems

The various bond i
tem take rank with the hest among
railroad securities, and the stock,
which has never faﬁeq to earn and pay
the @ per cent rate inaugurated in the
latter part of 1907, has long been
clasged among the investment lssues,

Southern Pacific stock, however, has
certain speculative pouibllltiu found
lacking in many investment stocks,
The company possesess assets that may
be the basis of valuable rights at some
fature date. Btockholders had a taste
or more ago when
Southern Pacific sold its California oil
Iands. And, incidentally, the company
received $48,750,000 in cash, which has
Leen put to excellent use.

Growth of Capitalization and ‘Mllaun

ssues of the sys-

Funded Capltal Total
Yaur, Dabt. Btock. Capltal.
————Milllons of Dollsrg——
101800000, 83T $278.7 8709,8
1988, eician 4854 3444 807.8
Increnme.,.. *13% EL e+ 1%
*Deacraase.

The foregoing capitalization repre-
vents ‘e aggregate amount of securi-
ties of the Southern Pacific Company
and its proprietary companies out-
standing in the hands of the public.
It will be noted that funded debt shows
& decrease of §38,700,00, in round num-
bers, during the ten-year period., Most
of tiﬂs decrease in funded debt was
replaced with an increase in stock ae
& result of bond conversion, but, in the
firal analysis, total capitniizatﬁgn has
grown very little, and far less in
amount then the net additions to prop-
erty account made during that peried,
whieh will foot up te more than $200,-
000,000, 2

Between 1012 and 1922 the operated
mileage of the Bouthern Pacific system
of railroade in the United States has
increased from 10,068 miles to 11,235
miles, or 12 per cent. The Southern
Pacifie Company, however, owns a line
of steamships operating from the ports
of Galveston and New Orleans to Ha-
vana and New York, so that a passen-
ger, if he so desires, can travel from
the Atlantic to the Pacific Coast under
one management, which puts the South-
ern Pacifie in a class by itmelf as a
genuine transcontinental svstem.

Estimated Property Value

The estimated value of the company’s
property used in the =ervice of trane-

ortation is $019,000,000, or 14 per cent
n excess of total capitalization. As-
suming the theoretical retirement of
funded debt at par, there would re-
main an equity of $455,600,000 in prop-
erty value for the stock, equivelent to
$132 a share.

This figure, however, by no means
represents all the equity p
Southern Pacific stock. he company
owns other assets of preat potential
value, notably its Mexican line, some
1,260 miles in length, which passas
through a very rich and only partially
developed territory lying adjacent: to
the western coast of Mexico, By the
construction of sbout 100 miles more
a connection can be made that will en-
able the Southern Pacific to run
through trains to Mexico City. This
line as it stands to-day represents an
investment of over $100,000,000,

tual earnings to date of latest monthly

re,}t}l’rt.l
; e large increase in earnin
that the system has shown is su
marily to the careful nursing it had
under the guidance of B. H. Harriman,
It was the Harriman policy never to
ay dlvidenJds until the physical and
nancial condition of the property in
question had attained a high degree of
excallence, The iden was to build up
the proﬁerty out of earnings first, and
when that was accomplished and itg
earning power establis
baeis, to pay dividends,

Dividend Record

_ The Scuthern Pavific Company way
incorporated in 1884 as a holding com-
pany, to acquire und hold stocks, bonds
and other sscurities of railroad, steam-
ship and other corporations and to
leage or operate them.

An initial dividend of 2% per cent
was paid in 1808, In the final quarter
of the following year the stock was
Ehch on & 6 per cent basis, where it

ap remained ever since. During the
eixteen years in which the 4 per cent
1ate has been paid the company has
not once failed to earn the full re-
quirements and mors,

Margin of Bafety of Eernings

The _ﬂgures showing the marging of
safety ahove interest and dividend re-
quirements in the table below are
based on the };‘;arcentage that income
available for these requirements could
fall and still leave enough to cover
them in full. Thue, in 1912, total in-
come could have declined 11 per cent
and still left sufficient to cover inter-
est charges and the 6 per cent dividend,
but if it had declined 46 per cent, fixed
charges alone would have been covered.

power
2 pri-

ed op a solid

*Years ended June 80,

tEstimated,

The Central Paciflc Case

Some months sgo the Supreme Court
ordered the dissolution of the fentral
Pacific from the Southern Pacific, hold-
ing that Southern Pacific’s ownership
of Central Pacific’s stock and its leas-
ing of that company was in violation
of the Sherman law. Since the insti-
tution of the suit, however, the trans-
portation act was passed, apparently
legalizing railroad combinations that
might otherwise be unlawful, It is
possible, therefore, that the Interstate
Commerce Commiesion, on these
grounds, may sanction the unien of the
two companies. ‘

But if the Southern Pacific should be
obliged to give up the Central Pacific,
the question naturally arises as to
whether Southarn P!.cﬁ’lc, without the
oid of this 2,300-mile stretech of road
which comprises about 20 per esnt of
the system’'s mileage and produces
about 25 per cent of its grose reve-
nues, could still earn and pay @ per
cent on its stock.

There iz every reason to believe that
this could be accomplished, and aa evi-
dence we present below & comparative
table of earnings of the Southern Pa-
cific system after eliminating the por-
tion contributed by Central Pacific. In
the table the first column shows a com-
posite statement of the three-year pe-
riod 1915 to 1917, inclusive, and the
second column the results for the year

ossessed by 19821

3-Taar Ave.

1815-1917. 1821,
Grose revenue,., ¥119.540,000 $201.041,000
Net aper, income 35,088,000 28,804,000
Total income.... 48,740,000 44,801,000
Fixed charges... 18,849,000 14,651,000

Balance for stock. §28,8081,000
Per eent of stocl.. 10.98
The above statement glves no indica-
tion that Southern Pacific’s eamnin
powar would be so far inpaired throu
separation from the Central Pacific
that it could not continue to pay the

328,170,000
5.18

Aside from its Mexican line, South-

tion), tintber lands, iron ore deposits, |
coal lands end electric railways, all of
which together with the Mexican line
might easily add %60 a share to the
equity value of the company's stock.

Growth of Revenues

ern Pacific posgesses other valuable as-|
sets, including producing oil properties |

in Texas and Mexico (not included |
with the California oil land segrega- |

regular 6 per cent rate on its capital
stock under normal operating condi-
tfone. Actually, the company earned
an average of 12.29 per cent on its
stock in the 1915-'17 period and 8.83
per cent in 1821,

Carrying our estimates into 1822 and
assuming the same relative contribu-
tion by Central Pacifie as in the past,
the indicated earnings on Southern Pa-
cific stock this year weould amount to
about 9.6 per cent without any aid
from Central Pacific. s

In the foregoing no allowance has
been made for increased income from
tha sale of Central Pacific stock. Cer-

Gross Net aftar Taotal
Year. Ravenue, Taxes. Incoma,
101%,.5151,600,000 §38,400,000 $48,600,000
=1G2g,. 267,100,000 47,100,000 68,600,000
Ine.. 06 % 20% 20
"Hetimated.
Earnings for 10822 are

these estimatee being based on the nor-
mal sempsonal varigtions of both gross

and net, taken in conjunction with ac-

H ighwaﬂf—_ﬁ’ inance

=By Merryle Stanley Rukeys

Tiggly Wiggly Corporation, and if The
New York Tribuneé was half as success-
ful and even the door knobs of vour
headquarters were as clean and fault-
less as tha Piggly Wiggly plan, you
would have more to write about than |
the public could offer yon. The Piggly |
Wiggly plan will eventually swallow |
you."”

Tao the indigtment of having unclesn
door knobs we plead not guilty., Any-
way, The Tribune plans to move up to
West Fortieth Street next spring and
will have entirely new squipment.

As for being swallowed up by ‘Plgg'ly
Wiggly, we hurry to explain that
Piggly Wiggly is not a ferocious ani-
mal but a program for self-service
chain grocery stores, which originated
in Memphis, Tenn. The Piggly Wiggly
idea has spread rapidly over the South
and West especially, and many of thn|
stores have proved profitable, Our|
critie evidently is not referring to the
Piggly Wiggly Corporation (of Mem-
phis} but to the Manhattan Piggly
Wiggly Corperation, an  independent
company, whose securifjes were sold by
James W. Elliotts Bueiness Builders,
Inc A receiver wan appointed by the
United States District Court for Man-
hattan Piggly Wiggly on Friday end
for James W. Elliott's Business Builders

yeeterday. )
Expressing candid opinions is some-

times a costly extravagance, for our
correspondent exclaims: “We hmrel
been taking The New York Tribune.as |
& daily newspeper for many years, but |
this ends it with us.” We hope the cir-
culation manager doeés not see this

paragraph, Unlike “the best équipped story regarding John D. Rockefeller.

newspaper man in New York," we sre
sorry to lose a friend. F. P. A, in

tainly some satisfactory consideration

| would be given which might form the

bhasis of valuasble rights to Southern

estimated, | Pacifie stockholders, or the proceeds

might bha used for capital expenditures
to Inerease the earning power of the
system,

:

atory or cartoon or psragraph or edi-
torial is offenelve to ‘your Druid read-
ers,’ or ‘your Sante Fe readers, or
‘your Sigma Sigma readers. ‘I won-
der,” sald the best-eauipped newspaper
man in New York yesterdsy, ‘if it
ever occurs to any of those birds that
a newspaper may have readers that
are offensive to it.”
- & L)

Gosaip drifts currently toward pros-
pects for “liberalizing” the prohibition
enforcement act. 4]

The economic results of prohibition
have been different than ity proponents
forecast. The ban on the zale of apir-
{tous liquors has, of course, deprived
the state and national governmenta of
enormous reventuas, and has made the
general tax burden far more one-
ous.” Theee rresults were foreseen,
but the prohibitionists argued that the
funds which would have gone into
liguor would flow into other more pro-
ductive and beneficial
would not be lost cither to the govern-
ment or to society. Bootlegging has
prevented the realization of this ex-
pectation. Great blocks of wealth are’
being diverted to bootleg liguor, which
pays no revenue tax to the government.
Moreover, the bootleggers are gensrally
believed also to be evading the income
tax. This economic reality dogs not
necessapily constitute an nrgument for
ending prohobition; it might merely
indicate the desirability of better en-

',loreeme'nt.
- - L)

The ups snd downs of speeulative
security prices last week recslied to
one market commentator the tested

According to' Wall Street Jegend a
young man casusily aaked"the oil man

setting, forth the more quixctic views, what Standard 01l shares wounld do in

of the best equipped journalist, re-
cently said:
“Letters constantly come to & newes-

paper to the effect that this or that

the market. The sage turned pensive,
and after profound meditation he ven-
tured, “I think they .are going to
fluctuate.” v

\_‘

channels and |
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Buying Mﬂady’s Wardro

penditure Allotments Ranging From
person. It conjures up visions of detailed charts and sheets
that appear important to the finances of & nation or & big business. Rarely

® s pde
On Scientific Budget Plan
$150 to $600 Annually
“B
covered with multitudes of figures that are understandable only
has it been applied to individuals. Budget, however, simply means the

- -
Retail Store Contrives a Method of Ex-
UDGET?” is a word that has an ominous sound to the nvsﬂ'lge lay
to the select few. It means, to the average person, one of those htings
planning of future expenditures so that all requircments will be met, so fas

a8 possible out of the amount of money one can afford to spend.

Proeceading, seemingly, upon the the-¢——

org that women, who form the bulk of
individus] purchasers in this country,
are poor shoppers from the standpoint
of acientific buying, the Wm. Filena's
Sons Company, of Boston, which has
originated many innovations in depart-
ment ators and specialty shop retail-
ing, has inaugurated a gudzef system
for women to follew in buying thair
ergonal clothing, The syetem has
een in operation ahout two months
and results have been encoursging
;llwugh to the firm te continue the
an.

Briefly, the budget svstem in the
Filene store ensables # woman to buy
l:_er clothes upon a scientifically finan-
cial basia. It is not decigned primari-
I'{ to make her spend more for her
clothing than she hae been accustomed
to spend, but rather to allot her usual
expenditure in such & manner that will
glve her the grzavest benefit.

In a booklet, introducing the budget
gystem to the women of Boston and
su.fruunding territory, the stora saya:

A complete wardrobe 13 by no means
a2 matter of unlimited spending. Neo
matter how large a woman's income,
she will still bave gaps in her ward-
xobe unless she chooses her ¢lothes in-
telligently. On the other hand & wom-
an with a small income may be well
dressed nlw:]:;-a if she will (1) plan ac-
cording to her individual needs, (2
buy with an intelligent knowledge og
fabric, line and color, and of her own

personality, and (3) care for her
clothes systematically and  inteli-
gently.”

Form sheets and sample budgets for
the guldance of the novice are sup-

plied. These sample budgets ate da-
cldedly interesting and were propared
after exhaustive research into the |

needs and incomes of various classes
of women, The budgets are divided
intg two general classes, one for the

piness woman and another for the
woman who stays at home, and range
from an expenditure of $150 & year up
to $600 a year. Each of the budgets
covers a three-year period.

Basis of the Plan

In the instructions on the planning |
of o budget the company advises its
customers to

“l. Decide how much money a year
you can spend for your clothing.

“2, List the wearable clothing you
now have,

“3. List the clothing you will have
to buy for the comning season.

“4, Divide the amount of money me-
cording to the following percentages:
43 per cent for dresses, coats and
suits; 24 per cent for hats, shoes and
gloves; 8 per cent for blouses, sweaters
and skirta; 20 per cent for underwear
and hosiery, and 5 per cent for acces-
sories,

“6. Congider not only the needs of the
coming geazon, but those over a perind

end than one that costs $86 and will
wear only two years.

“Be sure that the garments you buy
are made of durable materisls. This is
important, because it is upon the dura-
bility of materials that the length of
life of a garment depends to & great
degree.

“Look for good tailoring and work-
menship in garments. The details o/
good tailoring make garments hold
their shape.

Avoid Fads

Studg( the style tendencies and keep
'ag with the fashions of the season, not
the fads of the hour. The fad of the
moment should not be bought, for it
will go out of style and be a sore spot
n one's wardrobe.,

“Do not expect garments to serve a
purpose for which they were not in-
tended. For example, satin shoes or
slippers suitable for evening wear
should not be worn in the street.

“Don’t buy a garment simply because

it is prqtt{ in {tseif, but rather he-
cause it is bscoming to you."
. Following thia is given some detailed
information on the proper care of gar-
ments to lengthen tgeir life and retain
their gou! appearance.

In the sample hudgeta shown in ths
pamphlet, actual store prices of all the
articles listed have been followed, the
prices being in line with current re-
tail levels. In many lists that have
been published from time to time,
shewing how little a woman may
spend for her clothes snnuslly, wemen
reading them have objected that the
prices shown were too low for good
quality merchandise. In the Filene
list, however, this objsction scarcoly
can be made. For example on a three
year budget at the rate of $600 per
E‘e“' & woman is permitted, under the

ilene schedule, to spend ss much as
§100 for a winter coat, and provision
is made for the buying of twe such
coats in the three year period. This
particular schedule also provides for
the buying of ten pairs of shoes in the
three yeare, the lowest price listed be-
ing $8.50 a pair for sport shoes.

Individiial Problems

The clothing information bureau of
the store, into whose province the
shopper's budget work falls, has been
called upon frequently for assistance
in making out individual budgets for
women customers, according to Miss
Harriet Ainsworth, manager of the
bureau. This can be taken for evidence
that'women are in a receptive mood
for instruction in sclentific spending.
It is remsonable to suppose that the
agsistance they receive along this line
from the store is 2 tremendous facter

of three years when purchasing your
clothing.”

From a scientific stendpoint the per-
centages listed in the major divisions,
the company feels, should be rigidly
followed in planning a budget. ﬁ?ur‘f

in buflding up good will, one of the

| most valuable aesets a retall store can

have under present conditions, with ita
uhan‘.s price competition among the
merchandising concernas.

Miss Ainsworth relstes soms in-

ther subdivisions have been made in|stances which serve to show how the
these major groups, with percentages b‘-‘:ﬂ‘!}‘-‘ works.

worked out, but these, the company| “We are constantly finding women,”
says, are tentative and subject to ad-|she says, “who are dissstisfied with
justment to suit particular needs. |

These subdivision percentages are:|not plan. A while ago we had ocension
Suits, 9; coats, 12; dresses. 22; hats, |to look over the wardrobe of a women
10; shoes, 11; gloves, 3; blouses, 3: |Who had a large amount of money to
sweaters, 2; skirts, 3: underwear, 20,'

and accessories, b.

Having presumably got the custon
to. the point of pinnninz a buda
along these lines, the company then
proceeds to give sonie general instruc- |
tione of how to put it into effect. |

“Pay attention to stability,” urges|
the budget pamphlet. “Analyze your
type of figure. Study the lines of the |
garments you sre buying end whether
they best suit you. Decide upon the
colors that are suitable for you, and
adhere to your decision.

“Consider the price from the stand-

spend on her clothes. It was surpris-
nr to see how unsatisfactorily she
711 epent her money and how unhappy
te really was. Her wardrobe sbsn
utely lacked be’ance. and she had too
many of one article and not encugh of
another. Thiz woman i& now living on
a budget and iz a great deal more sat-
isfied with her clothes, yet she i not
spending as much money as heretofore

“Ancther interesting incident was
the case of & woman whe came in to
us the other day with just $100 to
spend for her clothes this season. We
talked over her present wardrobe with

point of the entire life of the garment, | her, advised her how she could best
or instance, a coat that costs $80 and | spend her 2100 and get the greatest re.
ill wear three years is cheaper in the | turn and started her on a budget plan.”

Argentina Under a New Regime

Dr. Alvear’s Policy Involves Continuation of Negoti-
ations Which Probably Will Be Floated Here;
0il Fields Under Strong Control

BUENOS AIRES, Oct., 23—Dr. Mar-
celo T. Alvear wag duly installed as
President of the Argentine Republic|something in the way of news Con-
on October 12, and his Cabinet, which | gress never even considered the propo-
includes Dr. le Breton, a former Am- | sitlon—it just omitted to consider it
baesador to the United Statee, has and the contract with Blair & Co. .
trken office with every assurance to|lapsed. The new government will hav,
the publie that things are going to be | te infuse a little of its own ene
mucﬁ better than they were before.| into Congress and get it ke
The nomination of the new Cabinet | dealing dsnﬁnltely w?;h this lo
has certainly given general satisfac- tion. The lean must be raised,
tion, and even if all the prafenionsi nf
and promises heard are never realized 1
the optimism and confidence inspirslil
by the changs in administration must |
have a strongly beneficial affect on |
trade and commerce.

Perhaps it is incidental to the sys-
tem which lets 2 government know
definitely in advince that its daye are
numbered, but the fact reamains that
for some time before the new Presi-
dent was installed officia} affairs were
largely in a state of drift, if not chuos.
Congress, ministers, heads of depart-
ments and the rank and file of official
dom: had all grown slack. In the Chief%
Fxecutive's own office alone the new
Prosident found over 2.000 documents
——in thiz country called “expedientas"
—that hiad slmply been sidetracked.

As niost of these documents had al-
ready gone some distance along the
slow and tortuous path toward decision,
and had passed from one department
to another, from minlster to minister,
and the members of the new Cabinet
do not recognize the signatures of
those who preceded them, a good many

eople are mad to discover that the
gun ness they had hefore the lats gove
ernment hes to be started all over
sgaln and go the same long route
tgrungl\ to conclusion. However, the
new ministers have jointly and sev-| The colonel says he
erally told the world that they are out  to start with, he r: goin
to work to put things on a real busi-
ness footing, get the situation cleaned
up &nd generally dembnetrate ' that
new brooms do hava some advaniage
over old. .

Dr. Alvear hus atated that he proposes
to follow out the general program of
Dy, Ivigoyen, tho lste President, and
this means thnt he has to gut the
finanses in order and vaise & big loan
fer the costly public works snd rail-
road -construction poliey to which he is

secure ratification by Congress.” That's
g0, but unless the writgr has missed

atent that it can only be rzissd
ew York.

government has been to put ths man-
agement of the state oil fields under
control of Colone] Enrique Mosconi, an
army engineer who was responsible for
ths creation of the ve
military aviation school.
of the petroleum indust
satigfactory for & long time. At Como-
doro Rivadavia the goverrment un-
doubtedly has the one and only really

e situation

republic. Thers are others of great
promisze, and every concern of any im-
ortanee i& now boring vigorously, but

gropuitien that cught long ago to have
ecome an immensely profitab

would

dends.

and under private ma
have yielded millions in &

not Tuy its way, it i
Colonel Mosconi has been giver gom.
.gﬂe“ :i:th:ﬁ!y “to . make ore
va real Imdnm

and take it out of the

can

He says that in the past nobody want-
ing supplies of petroleum has &
gene to the government depa
except as & last resource, the
tem of handling the outpul was so
hedged nbout by red tape that bhefore
any one eonld buy a ton of oll he had
to “petition™ for it on a shest of
stamped eofficial paper. “Wa've got to
put this industry on a business foot-
ng" says Colonel Mosconi; “inerenss

committed, This woek there was a 7re-|the output, reduce cxpenses and tl'l?- .
newal of the gossip about the loan of | like m?ru 'wmpniu;iw who bring in_
$212,000,000 gold, which fell w;h foreign ofl and sell it freely ;

12
recently. A cable from New York says
‘that this s the !o{l’: that “failed to
¥? ;
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